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pare two final states of equilibrium assuming given
variations, we may also endeavour to trace out tlie
path actually followed by different parts of a system
if a state of disequilibrium is given. This, of course, is
the significance of Marshall's "period" analysis. Into
this category falls also much of what is most signifi-
cant in the theory of money and banking. And in doing
all this we make no assumption that final equilibrium
is necessary. We assume that there are operative in
different parts of the system certain tendencies which
make for the restoration of an equilibrium in respect
to certain limited points of reference. But we do not
assume that the composite effect of these tendencies
will necessarily be equilibrating. It is easy to conceive
of initial configurations of the data, which have no
total tendency to equilibrium, but which rather tend
to cumulative oscillation.1
In all this, as will be obvious to anyone acquainted
with the procedure of economic analysis, our know-
ledge of the statical foundations is fundamental.2 We
1 See the ifluminating article of Dr. Rosenstein-Rodan, The R6le of Time
in Economic Theory (Economic^ new series, voL i., p. 77).
f Professor Souter has misconceived entirely my attitude to Marshall
in this connection, doubtless on account of crudities in my exposition. I was
once bold enough to say that I regarded the stationary state as a theoretical
instrument as superior to the statical method (On a Certain Ambiguity in the
Conception of Stationary Equilibrium, Economic Journal, voL ad., p. 194).
By this, however, I did not mean that I regarded the analysis of stationary
equilibrium as an end in itself, and the dynamic investigations in the sense
here indicated, which of course were Marshall's chief preoccupation, super-
fluous. I do most cordially agree with Professor Souter's high claims for
Marshall here* In many respects we are only painfully regaining ground
which he conquered thirty years ago. And I completely agree, as I have
emphasised above, that the raiaon d'etre of statical investigations is the
explanation of dynamic change. All that I meant, in the sentences to which
Professor Souter takes such strong exception, was that if we are to proceed
to these dynamic investigations, we shall do so the better equipped if we are
fully aware of all the implications of full stationary equilibrium than if we
go simply on a knowledge gained from the examination of partial equilibrium
positions. I agree that it would be wrong to speak as if Marshall was not
aware of the intricacies of full interdependence, though I think he sometimes
overlooked things here which subsequent investigations have brought to